CITY OF LLODI COUNCIL COMMUNICATION

AGENDA TITLE: Annexation Agreement with San Joaquin County
MEETING DATE: August 7, 1996

SUBMITTED BY: City Manager

RECOMMENDED ACTION: That the City Council approve the attached Annexation Agreement with
San Joaquin County and authorize the City Manager to sign the
agreement.

BACKGROUND INFORMATION: The attached Memorandum dated July 30, 1996, is provided to give
the background to this recommendation. As discussed in the
Memorandum, the approval of this agreement will not have an
immediate impact on Lodi's property tax revenues. Currently, Lodi has approximately a 5-year inventory
of undeveloped land. As such, Lodi does not need to annex new territory for some time unless for a
special project. Even then, the shift of property tax revenue from Lodi to the County will be gradual and
will require several years before it is a significant sum of money.

The long-term solution to the County’s fiscal problems will have to be solved by the State at some time in
the future. Like all California counties, there are not sufficient revenues to maintain services at a level to
which the residents of California have become accustomed. However, the solution to the problems faced
by counties will not be achieved by "beggaring” cities. This will only result in shifting the fiscal crises to the
cities.

FUNDING: None

Respectfully submitted,
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H. Dixon Flynn
City Manager
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MEMORANDUM

Mayor and City Council

FROM: Dixon Flynn, City Manager

DATE: July 31, 1996

SUBJECT: Annexation Agreement with San Joaquin County

PURPOSE

This is an information paper to update you on the current status of negotiations between the
City Managers of San Joaquin County and the County Administrator regarding the property
tax allocation formula used for annexation of new territory. No action is required by Council.
This report will be brought to the regular Council meeting on August 7, 1996, for discussion
and action.

BACKGROUND

As provided in the revenue and taxation code, a city and county are required to establish an
annexation agreement on the distribution of “property tax revenue” before an annexation may
be approved by the Local Agency Formation Commission., The agreement may be negotiated
on an “annexation-by-annexation” basis, as a master agreement between the city and county
or as a master agreement on a county-wide basis. The method, term and form of the
agreement is up to the local agencies involved.

In 1980, the County and cities agreed to a master county-wide agreement (Exhibit 1). This
agreement ensured a uniform and equitable distribution of property tax between the cities
and the County; and, as such, was an agreement easy to administer and understand. Under
this agreement, the County received 63.4% of the property tax (local government share) and
cities received 36.6%. The local government share is that tax which does not include the
property tax for schools (approximately 50%) or special districts (approximately 10%).

This agreement was terminated by the County Board of Supervisors on December 12, 1995,
effective June 16, 1996.

HDF JACMAHDF\ANNEX-3.DOC
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COUNTY'S JUSTIFICATION AND POSITION

The reason given by the County for this action was their concern that municipal annexations
and redevelopment projects have been capturing County revenues, while at the same time
population in cities have been adding to County service burdens in welfare, health and
criminal justice. Given the demographic projections of urban growth in San Joaquin County
over the next twenty-five years, the loss of revenues when cities annex new territory and the
recent shift of property tax to schools, the County is justified in their concern.

To increase revenues, San Joaquin County is now looking at State rules which offer counties
the opportunity to increase revenues. These rules allow counties to promote economic
development in unincorporated areas to build the County’s tax base and getting voter
approval for County-wide sales tax increases. In addition, State rules allow counties to
require city cooperation on sharing revenues. At least five forms of revenue sharing is
allowed and which are actively promoted by the California State Association of Counties
(CSAC). These include:

Property tax agreements for annexations
Sales tax sharing
Redevelopment pass-throughs

Transient occupancy tax and municipal court fine sharing

SN A

City collection of County development fees

For the most part, these rules, like unfunded mandates, shift the burden of financing regional
services from the County to the cities and relieve the County from the risks associated with
proposing new tax measures. Based on these rules and the fact that many counties have
been successful in negotiating new revenue sharing agreements with their cities, San Joaquin
County submitted the following proposals in March, 1996, to the San Joaquin County City
Managers, as follows:

1. Cities will give the County 100% of the property tax (local government
share) in newly annexed territory plus other revenues necessary to offset
the remaining deficiencies needed to finance regional services (sales tax,
transient occupancy tax, business license tax, utility users tax, etc.);

2. Cities will collect development impact fees for County-wide capital
facilities; and

3. Cities will fund the regional transportation system.

The County Administrative Officer justified this proposal on a fiscal impact analysis prepared
by his office. This analysis concluded that the County should receive “115%” of property tax
on newly annexed territory to finance regional services.
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CITY MANAGERS’ POSITION

The City Managers rejected this proposal and the analysis prepared by the County and
responded with the following proposal after several weeks of discussion and meetings:

1. Cities will agree to a 75%/25% split of property tax (local government
share), with the County receiving 75% and cities receiving 25%;

2. No city will receive less than 4.25% of the total property tax.;

3. Cities will not shift other revenues to the County except on annexation of
developed property where these revenues exist at the time of annexation
(sales tax, TOT, business license tax, etc..);

4. Annexations which were being processed on December 12, 1995, will be
negotiated separately and resolved prior to any agreement approved by the
cities; and

5. The cities of Ripon and Escalon will be given special consideration due to
their size and high level of dependence on property tax revenue.

FINAL, AGREEMENT AND CITY MANAGER'S COMMENT

A final agreement was reached on July 16 (Exhibit ). This agreement reflects the proposal
made by the City Managers as outlined above and was contingent on the County working out
separate agreements with Lathrop, Tracy and Manteca, regarding annexations that were
being processed by these cities on December 12, 1995.

While this agreement reduces the property tax Lodi will receive on newly annexed territory, it
does not give other revenues to the County and does not bind Lodi to collecting county-wide
impact fees. While I am not happy with the fact that Lodi will receive less property tax
revenue in the future, this agreement will not have a negative impact on the City for several
years. Hopefully, by then, the State will have developed a more realistic solution to the fiscal
problems faced by counties.

Whether the agreement negotiated by the City Managers is acceptable to the City Council will
be decided August 7, 1996. It may be possible for the City Council to negotiate a better
agreement. If you believe this possible, I encourage the Council to reject the proposed
agreement and open negotiations with the County. However, I believe this agreement is the
best agreement which can be negotiated at this time.

Respectfully submitted,

1xon Flynn
City Manager
DF:br
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Exhibit 1

Oftice of the
County Administrator

COUNTY OF SAN JOAQUIN RECFIVED

Courthouse, Room 707

222 East Weber Avarnue
Stockton, California 952022778 B BT
(209}463—3211 \-.J-.. 135 }396
, CHY MARAGLE {1
July 22, 1996 CIFY OF STOCKECN
All City Managers
R 3g;ggjzl\da.nagers

Ctmnty Draft ﬁ‘S Agreement for Property Tax Allocation Upon Annexaﬁon' o

The attached County Draft #8 (7/22/96) includes the revisions suggested at our joint meeting on
July 16. 'I'he revisions are summarized as follows:

1. Introduction, Notices, Signasure Page, and City reterences haye been revised and Coun-
terpart, Section 15, has been added to reflect that this is a multi-party agreement.

2. Total Property Titx Base, Secticn 1B, has been deleted as this term is no longer used.
3. Allocations for Manteca, for the Austin Road annexations, are specified in Section 2E.
4. Exclusion of cities that do not execute the agreement is provided in Sectien 5D.

5. Change in financial responsibilicy lunguage has been deleted from Section 6.

6. Termination provisions have been revised in Section 7 to refer to the Certificate of Filing.
This will allow cities as much time as necessary, beyond the termination date, to complete
annexations that are in progress.

It is our understanding that any city comments on Draft #§ will be coordinated through Dwane
Milnes, He will also be our contact to determine whether an additional mecting 1s required to
finalize the agreement. When the draft is determined to be acceptable, we will prepare 7 originals
for- e wdaption process. At the same tme, we request that you jointly sign a letter that recom-
mends adoption of the agreement by the cities and the County. We have revlcwcd and approved a
draft of that letter prepared by Dwane.

Please feel free to contact Rich Laibtin about any refinements. Thank you for your assistance.

County Administrator

DIB:RIL:st -
Auachment
c: County Counsel
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Agreement For County Draft #8

Property Tax Allocation Upon Annexation . (7/22/36)
»Campared to Draft #7

AGREEMENT entered into this _ 6th__ day of July August1996 by and between the City
Cities of Escalon, L.odi, Manteca, Ripop, Stockton. and Tracy, hereinafter referred to individually
as C’ITY” and collectively as “CITIES”, and the County of San Joaguin, hereinafter referred to
as “COUNTY”; |

PREAMBLE:

TFhe-CIFY CITIES and COUNTY acknowledge that both the-CIFY CTTIES and
COUNTY have increasing service respongibilities with restrained revenue resodrces, There is no
consensus between the-cities in-the-County-of San-Joaguin CITIES and the COUNTY regarding
the aﬁalyéis of local government funding issues arising from annexations. The-sities CITIES and
COUNTY each have their own distinctive and differing perspectives on costs and revenues gener-
ated by-annexed areas. However, there is a statutory requirement for a Property Tax Allocation

Agrecraent for the Local Agency Formation Commission to annex land.

WITNESSETH:

| WHEREAS, Arficls 134, Section 1 of the Constitution of the State of California limits ad

valorem uixes on real property to one percent (1%) of full cash value; und

WHEREAS, Chapter 6 of Part {).5 of Division | of the Revenue and Tm:(alion Code (Sec-
tions 935 et. seq.) provides for the allocation of property tax revenues; and

WHEREAS, GITY CITIES and COUNTY must have an agreement for the allocation of

property fax revenues apon annexation.

NOW, THEREFORE, in consideration of the premises and the foliowing terms and condi-

tions, the partics hereto agree as follows:

Annexation Agreement—San Joaguin County —i- : 712296
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C. Annexations by the cities of Ripon and Escalon. Notwithstanding Subsections 2A and
2B, if the cutrent population of the city is 20,000 or less, based on the most recent esti-
mates published by the California State Department of Finance, property tax allocabon
for annexations conducted by the cities of Ripon and Escalon shall be determined by
this Subsection, subject to the exclusion provided in Subsection 5C. CITY and
COUNTY shall, upon each annexation, share in the Annexation Property Tax Base and
all Incremental Growth thercof pursuant to the ratio of 36.6% CITY and 63.4%
COUNTY.

D. Annexation by the City of Tracy of Northeast Industrial and Elmagaray Estates areas,
Notwithgmnding Subsections 2A and 2B, praperty tax’ ‘allocation for aaﬁexahons tothe
City of Tracy of the Northeast Industrial area and the Elissagaray Estates area shall be
determined by this Subsection. CITY and COUNTY shall, upon cach annexation, share
in the Annexation Property Tax Base and all Incremental Growth thereof pursuant to
the ratio of 20% CITY and 80% COUNTY.

E: xation ity of Manteca of Austin Road N Austin Road §
NOlwi g stions 2A and 2B, propert cation for xalions to th

f Mani f the Austin Road North area a Austin Road South area shall be

in the Annexation Property Tax Base and all Incremental Growth thereof pursuant to

" 20% C Z A NTY.

APPIJCATTON (')F AGREEMEN T.

A Term The pmv:smns nf this Agrccmcnt shall apply 0 all pending and futum annex-
auons as of June 16, 1996 and for a period of seven (7) years until June 15, 2003,

unless oﬂlerwxsc terminated under Section 7.

B. Effective date. The effective date of property tax allocation for cach annexation shall be
determined in accordunce with Government Code Section 54902 and any succeeding

statutory provisions. As of fune 16, 1996, statements regarding the completion of

annexations must be led on or before December 1 of the year immcdiﬁtcly preceding

the year in which property taxes are to be shared.

Amexation Agreement-—San Jonguin County -3- - 112296
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B. In consideration of the unique and mutual funding difficultics of both the-CEFY
CITIES and the COUNTY, CIFY CITIES and COUNTY will jointly develop and seck to

imélement changes in their activities which will improve the cost effectiveness of service
delivery by both the CFF¥ CITIES and COUNTY, including but not limited to consolida-

..0740n.of services between governmental agencies and inter-agency contracting for services.

7. TERMINATION.

This Agreement may be terminated, by eithar any party hereto upon 6 months witten
notice whi rminati all termi the a i v . Said ter-
mination shall not affect annexations for which the LAFCo Executive Officer has issued a

certificate of eompletion filing prior to the effective-date-of termination enfl of the 6 month
tenination period.

8. GOVERNING LAW AND ATTORNEYS' FEES.

This Agreement shall be construed and enforced in accordance with the laws of the State
of California. Should any legal action be brought by cither party because of any default
ander this Agreement or to enforce any provision of this Agreement, or t6 obtain a decla-

ration of rights hereunder, the prevailing pany shall be entitled to reasonable attomeys’

“iegs; court costs and such other costs as may be fixed by the Court. The standard of review

for determining whether a default has occurred under this Agreement shall be the standard

generally applicable to contractual obligations in Califamia.

9. NOTICES.

Any notice of communication required hercunder between-CHY gmmﬂa_(:m and
COUNTY must be in writing, and may be given either personally, by telefacsimile (with
-original forearded by regular U.5. Mail) ar by Federal Express or other similar courier

promising overnight delivery. It personally delivered, a notice or commurtication shall be

Annexation Agreement—San Joaquin County 5 . 712206
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City of Stockion

Dwane Milnes

City Hall

423 N. El Dorade St
Stockton, CA 95202
Telefacsimile: 937-7149

City of Tracy
Fred Diaz
City Hall
- 325 E. 10th Street
Tracy, CA 95376
. Telefacsimile: 8314110

 To COUNTY:
County Administrator

David L. Baker
Courthouse, Room 707

. 222 E. Weber Avenue
Stockton, California 9520
Telefacsimile; (209) 468-2875

e s

City of Stockton

R. Thomas Harris

City Hall

425 N. El Dorado St.
Stockton, CA 95202
Telefacsimile: 937-8808

City of Tracy.

Debra Corbett

City Hall

325 E. 10th Street
Tracy, CA 95376
Telefacsimile: 8314153

With Copies To:

County Counsel

Terrence R. Dermody
Courthouse, Room 711

222 E. Weber Avenue
Stockton, California 95202
Telefacsimile; (209) 4682875

Any party hereto may at any time, by giving ten (10) days written notice 10 the other par-

ties, designate any other address or facsimile number in substitution of the address or

facsimile number to which such notice or communication shall be given,

10, SEVERABILITY.

*.“Ifany provision of this Agreement is held invalid, void, or unenforceable but the

remainder of this Agreement can be enforced without failure of material consideration o

any party, then this Agreement shall not be affected and it shall remain in full force and

effect, unless amended by mutual consent of the parties. Notwithstanding this severability

clause, each subsection of Section 2, Property Tax Allocation and Section 5. Exclusions,

is material and substantial and the failure of said subsection is the tailure of material

consideration, causing the agreement to be void from the date that the subsection is held

invalid.

. Anmnexation Agreement—3an Joaguin County
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IN WITNESS WHEREOF, .. parties hereto have executed this Agreement.

| AUG-E11-19596 @9: Sz

Recommended: As To Form: Exgcytion: Augst
COUNTY
David L. Baker Terrence R. Dermody  Robert 1. Cabral Lois M.-Sahyoun, Clerk
County Administrator ~ County Counsel Board of Supervisors  Board of Supervisors
' Date:
CITIES
Escalon
Thom Ciark James Fonda David C. Ennis Karen Dodd
Ciy Manzigflr } City Attorney Mayor City Clerk
Lodi
H. Dixon Flynn Randall Hayes David Warner Jacqueline Taylor
City Manager City Attorney Mayor City Clerk
Date:
Manteca
Leticia Espinoza John Brinton Bill Perry Joann 'I'lilton
Acting City Manager City Attorney Mayor City Clerk
Date:
Ripon
Leon Compton Tom Terpstra Jack DeSelle Lynette'Van Laar
City Administrator City Attorney Mayor City Clerk
B Date:
Stockton
Dwane Milnes R. Thomas Harris Joun Darrah Katherine Gong Meissner
City Manager City Attomey Mayor City Clerk
Date:
Tracy
Fred Diaz Debra Corbett Dan Bilbrey Sharon Smith
City Manager City Attorney Mayor City Clerk
Date:
DBOI-21A
Aonexation Agreement—San Joaquin County - UK
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AGHREEMENT

Exhibit 2

A ~vD  Lounyy
TOR —
PROPERTY T2X RLLDCATION Uupon AN{!EXATION

AGREEMENT entered into this 15th ééy of October, 1980, by
and between the City of Lodi.hereinafter referred to as "CITY"
and the County of San Joaquin, hereinafter referred to as
"COUNTY".

WITNESSETH:

WHEREAS, Article 13A, Section 1 of ghe Constitution of
the State of falifornia limits ad valorem taxes or real
property %o oﬁe percent (1%) of full cash value; and

WHLEREAS, Chapter 6 of Part 0.5 of Division 1 of the
Revenue and Taxation Code (Sections 95 et. seq.) provides for
the allpcatioﬁ-of property tax revenues; and

WHEREAS, CITY and COUNTY wish to provide for thé
equitable allocation of property tax revenues upon annexation.

NOW, THEREFORE, in consideration of the premises and
the following terms and condiéions, the parties hereto agree
as follows: A

1. DEFINITIONS. The following words and phrases shall
have the meanings in this agreement as set forth:

A. “Propertg Tax Base" shall mean the base year sum
of the ad valorem tax allocated to Special Districts and to
COUNTY within the area being annexed.

Post-lt* Fax Nota 7671 [Pae( ¢ 35 (dages® 4.
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B. "Special Districts" shall mean those.political
subdivisions organized pursuant to the laws of thé State of
california whose functions within the area being anrexed are
terminated and/or d5t8sssd by CITY.

. 'C. TM"Historical average ratio" shall mean the ratio of
36.6% CITY and 63.4% COUNTY.

D. "Base year" shall mea; the assessed valuation
applicable to the property and improvements within the area being
annexed at the time the application for annexation is submitted
to LAFCO.

E. "Incremental growth" shall mean the total increase
or decrease in the property tax base over the base year;

2. PROPBRTY TAX ALLOCATION. |

A. CITY and COUNTY shall, upon each annexation,
share in the property tax base and all incremental growth thereof
pursuant to the historical averagé ratio. .

B. Future pr&perty taxes. The historical average
ratio would also apply to any pfoperty eXempi'frow ad valorem
‘taxes which subsequently became taxable. ki

C. Appiication. The allocation set forth in Paragraph
2.A. shall apply to all pending and future annexations and, '
in the absence of an applicable property tax allocation agxeement,

to all annexations completed subsequent to January 1, 1978.

JUN-O3-1996  09:25 09 462 3330 azx p.o2



3. EFFECTIVE DATE OF ALLOCATION.

A. BAnnexations completed prior to December 3lst
of any calendar year shall share in property tax effective

July 1st of the next succeeding fiscal year, except for the

following:

1. All annexations comple%ed prior to
January lst, 1980, shall share in propefty tax effective

July lst, 1980, except that

2, In no event will property tax be allocated
to a city prior to the date that the city assumesresponsi-

bility for providing services in. the annexed area.

4. TERMINATION. This agreement may be terminated on

or after June 30, 1983, bf either part§ hereto upon six (6)
months written notice. Said termination shall effect the
Property Tax Allcocations as set forth in Paragraph 2 hereof -
of annexations which are completed subsequent to the effective

date of termination.

JUM-E3-1356
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ATTEST CITY OF LODI

-

APPROVED by Resolution No. $ iz duly- adopted by the
City of Lodi on October I s 1980.and Resolution No. G043

duly adopted'by the County of San Joaguin on October 45 ’

ALICE M. REIMCHE WALTER J, XAPNICH
City Clerk Mayor, City of Lodi

Approved as to form

D L
Xm0 G

RONALD M. STEIN
City Attorney

ATTEST

ndilniBuds
Hailiesy

Deputy Snfﬁky

Approved as to form

,. 74
it ?() 12

Deputy County Counsel

/
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295 468 3336
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Goals of the Regional Transportation Plan

for San Joaquin County

25-Year Transportation
Improvement Plan to:

Maintain Existing Infrastructure

Provide Incremental Improvements
to Keep Pace with Growth

San Joaquin Council of Governments
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Projects Benefiting Lodi

City Sponsored Projects

SR99 at Kettleman (SR-12) Interchange, Realign ramps,

Replace overcrossing, Widen Kettleman
Eim Street, Add continuous turn lane, Lower Sacramento to Hutchins
Lower Sacramento Road, Widen to 4 lanes, Turner to SR-12
SR12, Widen to 6 lanes, West City limit to SR99
SR-2 {Victor Road), Widen to 4 lanes, SR99 to East City Limits
Railroad Grade Crossing: Lodi Avenue at SPRR,

Construct 4 lane urban street underpass
Park and Ride Lots:

Cal Skate - Cherokee Lane

Lower Sacramento at Kettleman Lane

San Joaquin Council of Governments




Projects Benefiting Lodi

City Sponsored Projects, continued

Muitimodal Station

Bicycle Paths and Lanes:
Harney Lane, Lower Sacramento Road to SR99
west Frontage Road
Hutchins Street, Harney Lane to Holly Drive
Lodi Loop Trail
Lower Sacramento Road, Lodi City Limits
Turner Road, Lodi City Limits

Local Bus and Dial-A-Ride service - upgrades

San Joaquin Council of Governments




Projects Benefiting Lodi

Other Projects in the Lodi Planning Area

SR12, Passing lanes on Bouldin Island
SR12 at I5, Signals, turn lane widening to 4 lanes
SR-88- the Lockeford Bypass, Preliminary Engineering
and Environmental Analysis for a Bypass
Armstrong Road, Widen to 4 lanes, West Lane to SR99
Cherokee, Widen to 6 lanes, SR-99 to Canal
Harney Lane, Widen to 4 lanes:
Lower Sacramento Road to Davis
East City mit to SR99
Lower Sacramento Road, Widen to 4 lanes. Eight Mie to SR-Z;
Peltier to Sacramento County Line; and Eilers to Mokelumne

San Joaquin Council of Governments




- Projects Benefiting Lodi

Other Projects in the Lodi Planning Area, cont.

Thornton Road, Widen to 4 lanes: Eight Mile to SR12
Thornton Road, Widen to 8 lanes: Davis to Eight Mie
Turner Road, Widen to 4 lanes, Lodi City limit to Guild
Park-and-Ride lots: SR99 at SR-12 (Victor Road); and
I5 at SR-12 and Thornton Road
Countywide Traffic Flow Improvements: Signal, Operation and
Intersection Improvements to smooth traffic flow

Voluntary Ridesharing through Commute Connection
Intercity and Interregional Bus Service
Countywide Dial-A-Ride Service

San Joaquin Council of Governments




Projects Benefiting Lodi

Other Projects in the Lodi Planning Area, cont.

Track Work for Rail Service
Rail Service to Sacramento and the Bay Area
Transportation Systems Management: Freeway Service Patrols
SP Kentucky House Spur Right-of-\Way: Acquire for future
Transportation or Recreation use
Regional Rural Bicycle Lanes and Paths:
Lower Sacramento - Bear Creek to Harney, Turner to
Sacramento County Line
SR-12, Sacramento County line to Amador County Line
SR-88, SR99 to Amador County Line
SR99, west Frontage Road, Harney Lane south to Wilson Way

San Joaquin Council of Governments




Critical Unfunded Projects

for San Joaquin County

Expansion of Major Freeways
(1-5, 1-205, & SR 99)

Maintenance of Local Infrastructure

Inability of Transit Service
to Keep Pace with Growth

San Joaquin Council of Governments




What Action Can Be Taken?

for San Joaquin County

Link Land Use to
Transportation Network

More Employer Involvement

Individual Involvement

San Joaquin Council of Governments
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Critical Transportation Components

for San Joaquin County
Regional Transportation Components Must...
Enhance System Efficiencies
léxpand System Capacity
Reduce System Demand

Keep the Heat On

San Joaquin Council of Governments
R
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Tffine of the
Courty Administrator

COUNTY OF SAN JOAQUIN AUG 0 1 1995
23 Ban Wabor Avenin City Man,
Stockton, Calfornia 95202-2776 ager's Office

(209) 468-3211

Faocsimile Transrmifial
Facsimile: (209) 468-2875

Please deliver the following pages to:

Name Company Fax Number
To City Managers of Escalon, ,
Lodl, Manteca, Ripon, Stockton, \
and Tracy E T
|
ii
i
Date & Time: August 1, 1996 3:24 PM
From: DAVID L. BAKER, County Administrator

# Of’ﬁ}f@gﬂﬂ (Encheding this page)) 15
Apreement with the Clities of Bsealon, Lodi, Manteea, Ripon,

Subject: Stackton, and Tracy for Property Tax Allocation Upon
Annexation

Message:

ALIG-E -5 1553 209 4eB28V5 e
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Hilge of the
Gounty Adminlatratar

COUNTY OF SAN JOAQUIN

Courthause, Roam 707
222 East Waber Avenue
8tockton, Calfomis 852022778
{R08] 4823211 FAX; [209) 4582875

July 31, 19496

Board of Supervisors
Courthouse
Stockton, CA,

Dear Board Memhers:

Agreement With The Cities Of
Escalom, Lodi, Manteca, Ripon, Stockton, and Tracy
For Property Tax Allocation Upon Annexstion

Recommendation

I is recommended that the Board of Supervisors authorize the Board Chairman (o sign the
attachad Agreement For Property Tax Allocation Upor Annexation with the cities of Escalon,
Lodi, Manteca, Ripon, Stockton, and Tracy.

Reason for Recommendation

On December 12, 19935, the Board approved the termination of agreements for property tax alle-
cation upon annexation that existed with each city within San Joaguin County. Generally referred
to a8 annexation agreements, the agreements had been executed with each city in 1980, with the
exception of the City of Lathrop. The same agreement was executed with the City of Lathrop in
1990, following its incorporation. The terms of the agreements had not been comprehensively
reviewed since 1980,

California annexation procedures require thet property tax agreements be in place hefore the
Local Agency Formation Commission (LAFCo) can process an annexation application. There are
no requirements regarding the format or contents of an agreement, but an annexation can not be
considered without one. Individoal agreements can be execited for each annexation or a masier
agreement can be executed between a county and a city. The city managers of our seven cities
expressed a strong preference for a Countywide annexation agreement.

©n behalf of the County, staff has worked over the past seven months to negotiate a new annex-
ation sgreement with the cities. In recognition of negotiations that were already ongoing and the
unigue characteristics of the West Lathrop Specific Plan, a separate agreement with the City of
Lathrop was executed on June 18,

The city managers and County staff have negotiated the attached Agreement For Praperty Tux
Allocation Upon Annexation by and hetween the County and the Cities of Escalon, Lodi, Man-
wea, Ripon, Stockton, and Tracy.

FALIG-@1-1996 13053 i e B e 4 Y P&z
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Board of Supervisors July 31, 1996
Agreement For Properiy Tax Page 2
Alfocation Upon Annexation

Summary of Agreement

The recommended Agreement acknowledges, in its preamble, that ﬁherc is a lack of consensus
between the Tty and County regarding ihe analysis of local government lunding issues arising
from annexations. However, to allow annexations to be processed by LAFCo, the Agreement is
Jointdy recommenderd by the city managers and the County Administrator. A letter of recommen-
dation from the managers of the six cities which are parties to this Agreement is attached.

It is recognized that the negotiated agreement only addresses the property tax allocation issue. It
does not address other Board policy issues, such as water sufficiency, prematurity of annexations,
and other urbanization issues.

The negotinted agreement is a technical, financial, and legal document. It containg the following
major provisions:
Froperty Tux Allocation

1. Most annexations——sharing of reallocated property taxes (aninexation pocl) in the ratio of
0% County and 10% City.

2. No fire district detachment (City does not assume responsibility for fire services)—100%
of annexatdon pool to County.

3. Ripon and Escalon—until City population reaches 20,000, 63.4% County and 36.6% City.
City of Tracy (Northeast Industrial & Elissagaray Estates)—80% County and 20% City.
5. Uity of Manteca (Anstin Road North & Austin Road South)}-8(0% County and 20% City.
Term of Agreement
6. Applies to annexations formally filed with LAFCo during the next seven years,
Exclusions
7. Annexation areas where the County is currently receiving Transient Occupancy Taxes or
significant Sales Thax revenves will be individually negotiated to address the net impacts of
those ravenue losses to the County,
#.  Asnexations to Ripon or Escalon of over 150 acres will be individually nepotiated.

9. Cities that decline to approve this Agreement within 60 days,of its approval by the Board,

Teraingtion
). Any party may terminate upon six months written notice. Anhexations that have been filed
during the six month termination period, will be governed by the Agreement.
Regional Cooperation

11. Commitment to cost effective delivery of public services, including inter—jerisdictional
sonsolidation and contructual arrangements.

FILIG-EL 199 LS5 Sl
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Board of Supervisoms July 31, 1996
Mgreement For Property Tax Page 3
Allocation Upon Annexation

Nummry of Benefite

At the request of the ¢ity managers, the negotiation of revenue sharing under a new annexation
agreement was limited to discussion of the relative shares of property taxes o he allocated 1o the
cities and the County. At the outset of the negotiation process, the Board of Supervisors endorsed
four major County objectives. Consaquently, this Agrecinent needs to be mensured against those
original objectives. The benefits provided by the recommended Agreement are summarized for
cach ohjective as follows:

1. Achieve fiscal neutrality by ussuring that increases in regional service costs are offset with
wrt appropriate share of new or existing revenues,

Fiscal nentrality cannot be definitively measured without consensns regarding the financial impli-
cations of annexations. Annexations invelve complex technical, financial, and legal issues.
Reaching consensus on financial issues alone would require agreement about acceptable levels of
municipal and regional services and agsumptions about revenue forecasts. The cities and the
County have different perspectives on costs and revenues generated by new development. How-
ever, the terms of the negotiated Agreement, taken as a whole, are recommended as being
acceptable from a municipal and regional perspective. Althcugh this Agreement cannot guarantee
complete fiscal nentrality relative to development in annexed areas, # does provide revenues to
nffset the regional service demand gensrated by newly annexing areas,

2. Muainntvin regional sevvices ar aeceptable levels of service ay population increases within
the cities and the Couny.

County staff has concluded that, within the focus of the negotiation process, this Agreement pro-
vides & fair-shase contribution from newly annexing areas toward the maintenance of regional
services at acceptable levels. The Agreement does not address development within already
annexed areas. As long—term develapment occurs within cities., increased demand for regional
services will be determined by the cumulative changes in the regional land--use pattern. The
County has evaluated the Agreement within the current framework of local government service
responsibilities and revenue sharing. That evaluation was also based on our current assumptions
regarding costs and revenues. Staff has concluded that the negotiated Agreement will provide an
appropriate level of support for regional services during its recommended term of seven years.

3. Promote econamic development by providing balunced and responsive public services and
Jacilities throughout the County

The Agreement provides additional revenues to the County in proportion to the value of addi-
tional development oecurring within newly annexing areas, Consequently, economic
development is promoted through maintaining a balance of public services and is enhanced by
financial sapport for the regional services provided by the County.

4. Promote fiscally responsible developmeni policies to minimize fiscal competition and sup-
Jrort vational land use and transportation planning,

To the extent thox development within cities produces a deficit for counties, generating more
regional costs than revennes, counties may be fiscally motivated to encourage development in

P 5 L vt 0 e S5
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Board of Supervisors July 31, 1996
Agreement For Property Thx Page 4
Allocation Upon Annexation

unincorporated areas. The recommended Agreement revises property tax aliocations to generally
oifset such porentinl deficits in newly annexing areas within San Jobquin Coonty. Tn addition,
separate negotiations will occur for annexing areas where the County is currently receiving Tran-
sient Oveupancy Taxes or significant Sales Tax revenues. These provisions promote fiscally
respansible development policies and minimize fiscal competition,

One of the major benefits of the negotiation has been to focus attention on public service costs,
{inancial capacitics, revenue sengitivities, and promotion of regional coopecation. With this base
established, a review of the entire annexation issue is recommended to commence with the begin-
ming of the sixth year of this Agreement w determing needed adjustments for future agreements,

Fiscal Impact

The negotiated Agreement provides an incremental but significant step toward long-range finan-
cial support for the delivery of regional services. Fiscal mitigation of the impacts of development
within newly annexing areas is part of the solution to maintaining acceptable levels of County-
wide services. Those services are provided to all County residents, including those within cities.
As development occurs, the negotiated Agreement will provide additional revenues to maintain
regional services at somewhat more acceptable levels than would otherwise be possible.

Action To Be Taken Following Approval

LIpon execution by the Chairman, originals of the Agrement will be circulated to each city council
for their approval and execution. The fully executed Agreement will be transmitted to the LAFCo
Execntive Officer to bo utilized as the reference for pending annexations and most now annex-
ations filed during the next seven years. The Auditor will utilize the Agreement for the allocation
of properny taxes subsequent to the effective date of each annexation processed under the terms of
the Agreement.

DLB:jl
Attachment
¢ Anditor—Controller
County Coungel
LAFCo
City Managers
Economic & Planning Systems
Board Clerk for Apenda 8/6/96

BL96-T7
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August 1, 1996

My, David Baker

County Administrator

222 Eppt Waber Avenue, Room 707
Stockton, CA 23202

Ecar My, Baker:

The City Managers of the cities of S8an Joaquin County have been meeting with you to work out a
new “agreement for property tax aliocation upon annexation”. As we concluded af our meeting with
you on July 16, 1996, all of the City Managers of the chies within San Joayuin County concurred
that we would recommend to our respeetive City Councils that they consider the amached
“agreement for property tax allocation upon annexation™ if it is first approved by the San Joacuin
County Board of Supervisors. Having spemt many weeks working out the detalls of the attached
with you, we concurred that we would not recommend that our City Counclls make any changes in
the attached. We also concurred that any city which does not adopt the attached agresment wouid
need to negotiate 8 separate “agreement for property tax allocation upon annexation” with the
County while the attached would be effective for those cities which approve it.

We look forwand to the early adoprion of the attached “agresment for property tax allocation upon
annexation” in its current form and language by the San Jeaquin County Board of Supervisors.

e

Thom Clark, Escalon City Manager

Sincerely,

Dwane Milnes, Stockion City Manager

Leon Compten, Ripon Cit¢ Manager

Dixon Flynn, Lodi City Mandger

Freed Hrey,

Fred Diaz, Tracy City Mangger Attachment
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Agreement For ‘
Property Tax Allocation Upon Annexation

AGRFEMENT entered into this 6 day of Augost 1996 by and between the Cities of
Bscalon, Lodi, Manteca, Ripon, Stockton, and Tracy, hereinafter referred to individually as
“CTTY™ and collectively as “CTTTES”, and the County of $an Joaquin, hereinafter referred 10 as
“COUNTY", |

PREAMBLE:

CITIES and COUNTY acknowledge that both CTTIES and COUNTY have increasing ser-
vice responsibilities with restrained revenue resources. There is no consensos between CITIES
and COUNTY regarding the analysis of local government funding issues arising from annex-
ations. CITIES and COUNTY each have their own distinctive and differing perspectives on costs
and revennes generated by annexed areas. However, there is a statubory mquirernent for a Prop-

erty Tax Allocation Agresment for the Local Agency Formation Commission to annex land.

WETNESSITH:

WHEREAS, Article 13A, Section 1 of the Constitution of the Staie of California limits ad
vatorern taxes on resd property o ong percent (19} of full cash value; and
WHEREAS, Chapter 6 of Part (1.5 of Division 1 of the Revenue and Taxation Code {Sec-

tions 935 2, seq.) provides for the alloeation of property tax revenues; and

WHEREAS, CITIES and COUNTY must have an agreement for the allocation of property

TAX PRVOTINES UPpOn Ennsxation,

NOW, THEREFORE, in consideration of the premises and the following terms and condi-

tions, the parties hereto ageee as follows:

Annexation Agreemeni-—-3an Joageln Couty - A1M6
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1. DEFINITIONS, The words and phrases in this Agreement shall have meanings as se1 forth
bl

A. “Annexation Property Tax Base™ shall mean the Base Year sum of the ad valorem tax
allocated to Detaching Special Districts, as defined herein, and to COUNTY within

the area heing annexed.

B. “Detaching Special Districts™ shall mean those political subdivisions organized pur-
suant 10 the laws of the State of Califomia whose functions within the arez baing

annexed are terminated and/or assumed by CTTY.

. Deachment shall mean the remowal from 2 special district of any portion of the terri-

tory of that special district.
[3. “Agreed Ratio’ shall mean the mtio of 10% CITY and 90% COUNTY,

E, “Base Year” shall tnean the assessed valuation applicable to the property and improve-
ments within the area being annexcd at the time the applfis:ali(m for annexation is

submitted to the Local Ageney Formation Commission (LAPCO).

F. “Incremental Clrewth” shall mean the total increase or decrease in the property tax

base ower the base yenr within the annexed area,
2. PROPERTY TAX ALLOCATION.

Upon each annexation, property tax allocation shall he determined pursuant to one of the

following provisivns:

A Annexations that involve Detachment from a fire district. CITY and COUNTY shall,
upen gach annexation that, in whole or in part, involves Datachment from a fire dis-
trict, share in the Annexation Property Tax Base and all Incremental Growth thereof
pursuant to the Agneed Ratio for all portions of the atmexation that involve Detach-

ment from a five district.

B. Annexations that do not involve Detachment from a fire district. COUNTY shall, upon
each annexation that, in whole ot in part, does not involve Detachment from a fire dis-
irict, receive the Annexation Property Tax Base and Incremental Growth thereof for

all portions of the annexation that do not involve Detachment from a fire district.

Anmexation Agreement—San Joaguin County e 3196
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C. Annexations by the cities of Ripon and Escalon. Ncytwitiimndi‘mg Subsections ZA and
2B, if the current population of the city 3s 20,000 or Yess, based on the most recent esti-
mates published by the California State Department of Finance, property tax aliocation
for annexations conducted by the cities of Ripon and Escalon shall be determined by
this Subsection, subject to the exclusion provided in Subsection 53C, CITY and
COUNTY shall, upon each annexation, share in the Annexation Property Tax Base
and all Incremental Growth thereot pursnant to the ratio of 36.6% CITY and 63.4%
COUNTY.

D. Annexation by the Clity of Tracy of Northeast Industrial and Elissagaray Estates areas.
Notwithstanding Subsections 2A and 28, property tax allocation for anmesations o the
City of Tracy of the Northeast Industrial area and the Elissagaray Estates area shall be
determined by this Sabsection, CITY and COUNTY shall, upon each annexation,
share in the Annexation Property Tax Base and all Incremental Growth thereof pur-
suant to the ratio of 200% CITY and 80% COUNTY.

K. Amnexation by the City of Manteca of Austin Road North and Austin Road South
argas. Notwithstanding Subsections 24 and 2B, property tax allocation for annex-
ations to the City of Manteca of the Austin Road North area and the Austin Road
South area shall be determined by this Subsection. CITY and COUNTY shall, upon
each annexation, share in the Annexation Property Tax Base and all Incremental
Cirowth thereof pursnant to the ratio of 20% CITY and 80% COUNTY.

3, APPLICATION OF AGREEMENT,

A. Term. The provisions of this Agreement shall apply to all pending and future annex-
ations as of June 16, 1996 and for a period of seven (7) years until June 15, 2003,

unless otherwise terrminated under Section 7.

B. Effective date. The effective date of property tax allocation for each anpexation shall
be determined in accordance with Government Code Section 54902 and any sug-
ceeding statutory provisions. As of June 16, 1996, statements regarding the
completion of annexaions must be filed on or hefore December 1 of the year immedi-

ately preceding the year in which property taxes are to be shared.

Annexation Agreement—San Jorguin County -3- /3156
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C. Future propeny taxes, The provisions of this Agreement would also apply to any prop-
erty exempt from ad valorem taxes which subseguently became taxable within the arca

to be annexed,

JOINT REVIEW.

CITIES and COUNTY may jointly review COUNTY property tax records from time to
time or as requested by CITIES to verify accurate disttibutian under the Agreement.

. EXCLUSIONE.

A. The Agreement will not apply to proposed annexatons #reas where the COUNTY is
currently receiving transient occupancy tax revenues. Aﬁrmxation agreements for
areas where the COUNTY is currently receiving TOT ravenues will be individually
negotinted between the COUNTY and CITY 10 address the potential TOT loss 1o the
COUNTY.

B. The Agreement will not apply to proposed annexation areas where gross taxable sales,
subject to sales and use taxes, exceed $1 million in the mosl recent year that taxable
sales data is available from the State Board of Equalization or any other State suc-
cessor organization that may provide taxable sales information. Annexation
agreements for areas containing over $1 million in taxable sales will be individually
negotiated between the COUNTY and CITY to address the potential sales and use tax
1nss to the COUNTY,

. The provisions of Subsection 2C will not apply to proposed angexations by cities with
a population of 20,000 or less, when an annexation involves over 150} acres. Agree-
ments for pnnexations of over 150 acres will he individually discussed between the
COUNTY and the propesing City to assess whether a different revenue sharing

arrangement should be considered,

I» The Agreemnent will not apply to anexations by any CTTY that declines to approve
this Agreement, jointly recommended by the City Managers and the County Adminis-
rrator, within 60 calendar davs of the date that the Board of Supervisors approves the

Agreement.

Annexation Agreement—San Joaguin County - 13146
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REGIONAL COOPERATION, j

In consideration of the unique and mutual funding difficulties of both CITIES and
COUNTY, CITIES and COUNTY will jointly develop and seek to implement changes in
their activities which will improve the cost effectiveness of service delivery by both
CTTTES and COUNTY, including but not limited to consolidation of services between

governmental agencies and inter-agency contracting for services.

TERMINATION.

This Agreement may be terminated, by any party hereto, upon 6 months written notice
which termination shall terminate the agreement for sach and every party. Suid termina-
tion shall not affect annexations for which the LAFCo Executive Officer has issued a

certificate of filing prior to the end of the 6 month termination period.
GOVERNING LAW AND ATTORNEYS® FEES,

This Agrcement shall be construad and enforced in accordance with the laws of the State
of California. Should any legal action be brought by either party because of any default
under this Agrecinent or to enforoe any provision of this Agreement, or to obtain 3 docla-
ration of rights hereunder, the prevailing party shall be entitled to reasonable attomeys'
fees, court costs and such other costs as may be fixed by the Couri. The standard of review
for determining whether a default has occurred under this Agreement shall he the standard

generally applicable (0 contractual obligations in California.

NOTICES.

Any notice of communication required hereunder among CITIES and COUNTY must be
in writing, and may be given either personally, by telefacsimile (with original forwarded
by regular £1.8. Mail) or by Federal Express or other simailar courier promising overnight
delivery. If persomally delivered, a notice or commmunication shall be deemed to have been
given and received when delivered to the pary to whom it is addressed. If given by fac
simile transmission, a notice or communication shall be deemed to have been given and
recefved upon actual physical receipt of the entire document by the receiving pasty’s fac-
gimile machine, Notices transmitted by facsimile after 5:00 p.m. on a normal business day

or on a Saturday, Sunday, or holiday shall be deemed to have been given and received on

Annpxation Agrecment~-San Torquin Cownty oo 13196
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the next normal business day. If given by Federal Express or similar courier, a notice or

communication shall be desmed to have been given and received on the date delivered as

shown on a receipt issued by the courer. Such notices or communications shall be given

10 the partics al thedr adduesses sel Torth below:

To CITIES (City Managers):

Ciny of Escalon

Thom Clark

PO Box 248

Escalon, CA 85329
Telefacsimile: (RIR-B045

City of Lodi

H. Brixon Flynn

City Hall

B O Box 3006

Lodi, CA 95241-1910
Telefacsimile: 1336807

City of Mantweca

Leticia Bspinoza

City Hall

PO West Cenler
Manteca, CA 925336
Telefacsimile: 825 2333

City of Ripon

Leon Compton

City Hall

239 N, Wilmn

Ripon, CA 95366
Telefacsinile: 599-2685

City of Stockton

Diwane Milnes

City Hall

425 M. Fl Dorado St
Stockton, CA 95202
Telefacsimile: 9377140
City of Tracy

Frad Digz

City Hall

325 B, {0th Street
Tracy, CA 95376
Telefacsimdle: 8314114

Annexation Agreement—S8an Joagein County
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With Copies To (City Attorneys):

City of Escalon

Jim Fonda

P, (3, Box 248

Escalon, CA 95320
Telefacsimile: 847-4253

City of Leodi

Randall Hays

City Hall

F. 0. Beox 3006

Laodi, CA 95241-1910
Telefacsimdile: 3336807

City of Manteca

John Brinton

McFall, Burnett & Brinton

165 St Dominic Drive, Sgite 207
Manteca, CA 95337
Telefursimile: B23-T651

City of Ripon

Tom Terpstra

City Hall

259 N. Wilma

Ripon, CA 95366
Telefacsumile: 599-2685

City of Stocktan

R. Thomas Harris

City Hall

425 N. E! Dorado St
Stockton, CA 95202
Tealetarsimile: §37-8808

City of Tracy

Debra Corbett

City Hall

325 E. 10th Street
Tracy, CA 95376
Telefacsimile: 8314153

1131196
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To COUNTY With Copies To
(County Administrator): (County Counsel):

David L. Baker Terrence R, Dermody
Cowtbouse, Room 707 Courthouse, Room 711

222 E. Weber Avenue 222 E. Weber Avenue
Stockton, Californig 9520 Stockton, California 95202
Telefacsimile: (209) 468-2875 Telefacsimile: {200) 468-2875

Any party hereto may at any time, by giving ten (10) days writien notice to the other par-
figs, designute vy other address or facsimile number in substitotion of the address or

facsimile number to which such notice or communication shall be given.

REVERABILITY

1%

ok

If any provision of this Agreement is held invalid, void, or unenforceable but the
rgtnainder of this Agreement can be enforced without fadlure of material considerarion to
any party, then this Apreement shall not be affected and it shall remain in foll force and
effect, unless amended by mutual consent of the parties. Notwithstanding this severability
clause, each subsection of Section 2. Property Tax Allocation and Section 3. Exclusions,
is material and substangial and the failure of said subsection is the failure of material
consideration, cansing the agreement to be void from the date that the subsection is held
invvalid.

FURTHER ASSURANCES.

Bach party shall execute and deliver to the other party or parties all such other further
instruments and documents and take all such further actions as may be reasonably
necessary to curry out this Agreement and to provide and segure to the other party o par-

ties the full and complete enjoyment of its rights and privilages hereunder.
CONSTRUCTION,
All parties have been represented by counszl in the preparation of this Agreement and no

presurnption or rube that ambiguity shall be construed against a dralting party shall apply

to interpretation or enforgement hereof. Captions on sections and subsections are provided

Arnnezaton Agreement-—Som Joaguin Connty -T- 13156
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for convenience only and shall not be deemed to limit, ament, or affect the meaning of the

provision to which they pertain.
L3, OTHER MISCELLANEOUS TERMS.

The singular includes the plural; the masculine gender inclugdes the feminine, “shall” is

mandatory; “may” is permissive.
14, TIME,

Time is of the essence of each and every provision hereof.
15, COUNTERPART,

This agreement may be executed in conmterpart agree,ments; binding each executing party

a3 if said parties execnted the same agreement.

Avtenation Agreement-—Sen Toagquin oy B T3 1106
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[N WITNESS WHEREOF, 1« arties hereto have executed this Agreen
Recommended: As To Form: Execution: - Atest:
COUNTY 7
David L. Baker Terrence R, Dermod Robert 1. Cabral Lois M. Sahyoun, Clerk
County Administrator ~ County Counsel © Board of Supervisots  Board of Supervisors
Dipte {‘
CITIES
Eacalom
Thom Clark Tamos Fonds David . Enmis . Karen Dodd
City Manager City Attorney Mayor | City Clerk
Dates: \
Lodi :
H. Dixon Flynn Randal! Hayes David Wamer ! Jacqueline Taylor
City hManager City Attorney Mayor : City Clerk
Dinte: :
Muangeca
Leticia Espinoza Iohn Brinton Rill Perty : Joana Tilton
Acting City Manager City Attorney Mayor | City Clerk
Date:
Ripom
Leon Compion Tom Terpstra Jack DeSelle Lynette Van Laar
ity Administrator City Attorney Mayor City Clerk
Diatez:
Stockton
Dwane Milnes R. Thomas Hurris Joan Duarrah i Katherine Gong Meissnar
City Manager City Attorney Mayor 9 City Clerk
Date:;
Tracy
Fred Dhaz Dehra Corbett Dan Bilbrey Shatron Smith
ity Manager City Attorney Mayor City Clerk
Date:
jR TH T O
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